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PROPOSED  RULES 


FEDERAL  ENERGY 
ADMINISTRATION 
[  10  CFR  Part  212  ] 

LOWER  AND  UPPER  TIER  CRUDE  OIL 
PRICE  CEILINGS 

Resumption  of  Adjustments  To  Reflect 
Impact  of  Inflation 

AGENCY:  Federal  Energy  Administra¬ 
tion. 

ACTION:  Notice  of  proposed  rulemaking 
and  public  hearing. 

SUMMARY:  The  Federal  Energy  Ad¬ 
ministration  (“FEA")  proposes  in  this 
proceeding  to  resume  in  September  1977, 
price  increases  to  take  into  account  the 
impact  of  inflation,  which  are  permitted 
under  the  Emergency  Petroleum  Alloca¬ 
tion  Act  of  1973,  as  amended  (“EPAA") . 
These  price  increases  were  discontinued 
because  diming  1976  and  part  of  1977 
actual  weighted  average  prices  for  do¬ 
mestic  crude  oil  exceeded  the  statutory 
maximum  weighted  average  first  sale 
(“composite”)  price. 

Currently,  lower  tier  ceiling  prices  are 
frozen  at  their  June  1976  levels,  resulting 
in  a  projected  average  first  sale  price  in 
August  1977  of  approximately  $5.17  per 
barrel;  upper  tier  prices  have  been  rolled 
back  to  a  projected  average  first  sale 
price  in  August  1977  of  approximately 
$10.97  per  barrel. 

Under  the  proposal  set  forth  in  this 
Notice  FEA  would,  beginning  in  Septem¬ 
ber  1977,  apply  the  inflation  adjustment 
to  the  projected  August  lower  tier  price 
(approximately  $5.17  per  barrel),  and 
would  begin  to  restore  over  a  3  month 
period  the  upper  tier  price  to  a  level  that 
would  represent  the  $11.28  per  barrel 
price  originally  intended  to  be  achieved 
for  upper  tier  crude  oil  in  February  1976 
by  the  Energy  Policy  and  Conservation 
Act  (“EPCA”)  crude  oil  pricing  policy, 
plus  the  $.27  per  barrel  increase  in  upper 
tier  prices  that  was  authorized  for  the 
months  of  March  through  June  1976. 
Pursuant  to  this  proposal,  lower  tier 
prices  would  be  approximately  $5.24  per 
barrel  by  November  1977,  and  upper  tier 
prices  would  be  approximately  $11.71  per 
barrel. 

Thereafter,  lower  tier  and  upper  tier 
prices  would  be  allowed  to  rise  at  the 
rate  of  inflation,  as  was  proposed  In  the 
National  Energy  Plan  issued  by  the  Pres¬ 
ident  on  April  20, 1977. 

DATES:  Comments  by  Friday,  August 
26,  1977,  4:30  p.m.;  Requests  to  speak  by 
Friday,  August  19,  1977,  at  4:30  p.m.; 
Hearing  date:  Fi-iday,  August  26,  1977, 
9:30  a.m. 

ADDRESSES:  Comments  and  requests 
to  speak  to:  Executive  Communications, 
Room  3317,  Federal  Energy  Administra¬ 
tion,  Box  OP,  Washington,  D.C.  20461; 
Hearing  location;  Room  2105,  2000  M 
Street,  N.W.,  Washington,  D.C.  20461. 

FOR  FURTHER  INFORMATION  <X)N- 
TACT: 

Robert  C.  Gillette  (Hearing  Pr(x:e- 


dures),  2000  M  Street  NW.,  Room 
2214B,  Washington,  D.C.  20461,  202- 
254-5201. 

Ed  Vilade  (Media  Relations) ,  12th  and 
Pennsylvania  Avenue  NW.,  Room  3104, 
Washington,  D.C.  20461  (202)  566- 
9833. 

William  D.  Carson  (Office  of  Regula¬ 
tory  Progrrams),  2000  M  Street  NW., 
Room  2310,  Washington,  D.C.  20461, 
202-254-7477. 

Everard  A.  Marseglia,  Jr.  (OfiBce  of 
General  Counsel),  12th  and  Pennsyl¬ 
vania  Avenue  NW.,  Room  5140,  Wash¬ 
ington,  D.C.  20461,  202-566-9567. 

SUPPLEMENTARY  INFORMATION: 

A.  Background. 

B.  Proposed  Amendments. 

C.  Comment  Procedures. 

A.  Background 

Under  the  Emergency  Petroleum  Al¬ 
location  Act  of  1973,  as  amended 
(“EPAA,”  Pub.  L.  93-159),  Congress  pro¬ 
vided  PEA  with  flexibility  to  control  first 
sale  prices  of  domestic  crude  oil  as  long 
as  the  national  weighted  average  first 
sale  price  (“actual  composite  price”)  did 
not  exceed  $7.66  per  barrel  (“statutory 
composite  price”)  for  all  domestic  crude 
oil  produced  and  sold  in  February  1976. 

Beginning  in  March  1976,  the  EPAA 
authorized  increases  in  the  statutory 
composite  price  to  reflect  the  effects  of 
inflation  and  to  provide  production  in¬ 
centives.  Under  present  authority,  the 
statutory  composite  price  is  adjusted 
upward  at  the  rate  of  10  percent  an¬ 
nually. 

Under  PEA  price  regulations  adopted 
to  implement  the  pricing  policy  that  in¬ 
cluded  the  statutory  composite  price  re¬ 
strictions,  domestic  crude  oil  is  classified 
either  as  lower  tier  (which  accounts  cur¬ 
rently  for  about  50  percent  of  total  do¬ 
mestic  production),  upper  tier  (which 
accounts  currently  for  about  36  percent 
of  total  domestic  production)  and  crude 
oil  produced  from  stripper  well  proper¬ 
ties  (which  accounts  currently  for  about 
14  percent  of  total  domestic  production) . 

Stripper  well  property  crude  oil,  which 
is  production  from  properties  that  have 
declined  to  a  level  of  10  barrels  or  less 
per  well  per  day  for  a  preceding  con¬ 
secutive  12-month  period,  is  permitted 
by  statutory  authority  to  be  sold  at  mar¬ 
ket  price  levels,  so  as  to  encourage  con¬ 
tinued  production  from  such  marginal 
properties  for  as  long  as  possible.  For 
purposes  of  determining  compliance  with 
the  statutory  composite  price  limitation, 
however,  stripper  well  property  crude  oil 
is  given  by  statutory  formula  an  im¬ 
puted  value  which  approximates  the 
average  upper  tier  price,  (Section  121 
of  the  Energy  Conservation  and  Produc¬ 
tion  Act.  “ECPA”,  Pub.  L.  94-385.) 

Upper  tier  crude  oil  generally  includes 
production  from  properties  which  first 
began  producing  crude  oil  after  1972  (ex¬ 
cept  those  which  qualify  as  stripper  well 


proiicrties  or  which  produce  crude  oil 
that  is  otherwise  exempt  from  first  sale 
price  controls),  plus  incremental  pro¬ 
duction  from  older  pn^rties  which  ex¬ 
ceeds  a  certain  “base  production  control 
level.”  The  upper  tier  price  (an  average 
of  $11.64  per  barrel  at  the  end  of  1976) 
is  generally  designed  to  stimulate  in¬ 
creased  production  from  older  properties 
and  to  encourage  further  exploration 
and  development  of  domestic  crude  oil 
resources.  The  lower  tier  price,  which 
averaged  about  $5.17  per  barrel  nation¬ 
ally  at  the  end  of  1976,  applies  to  all 
domestic  production  which  is  not  ex¬ 
empt  or  which  does  not  qualify  as  upper 
tier  crude  oil. 

Effective  July  1,  1976,  FEA  halted  fur¬ 
ther  monthly  increases  m  crude  oil  price 
ceilings  and  continued  them  at  their 
June  1976  levels  order  to  compensate 
for  actual  composite  prices  in  excess  of 
adjusted  statutory  composite  price  levels. 
FEA  took  further  corrective  action  to 
achieve  compliance  with  statutory  com¬ 
posite  price  restrictions  by  reducing  up¬ 
per  tier  price  ceilings  by  20  cents  per  bar¬ 
rel  effective  January  1,  1977,  and  by  an 
additional  45  cents  per  barrel  effective 
March  1,  1977.  These  actions  were  pro¬ 
jected  to  eliminate  all  excess  crude  oil 
receipts  by  June  30,  1977  (see  42  FR 
13013,  March  8,  1977).  (Although  the 
celling  prices  for  lower  tier  crude  oil 
have  been  frozen  since  June  1976,  and 
the  ceiling  prices  for  upper  tier  crude 
oil  have  been  frozen — and  subsequently 
rolled  back — since  June  1976,  ceiling 
prices  for  lower  and  upper  tier  crude  oil 
are  determined  on  a  field-by-field  basis. 
As  a  result,  the  average  actual  prices  for 
lower  tier  and  upper  tier  crude  oil  vary 
from  month  to  month  as  a  function  of 
the  mix  of  types  of  crude  oil  selling  at 
varying  ceiling  prices  from  field  to  field.) 

On  March  15,  1977,  FEA  submitted 
Energy  Action  No.  11  to  the  Congress, 
pursuant  to  section  8(f)  of  the  EPAA, 
to  continue  in  effect  that  portion  of  the 
10  percent  annual  increase  in  the  statu¬ 
tory  composite  price  relating  to  produc¬ 
tion  incentives.  That  action,  having  un¬ 
dergone  legislative  review  without  dis¬ 
approval  by  either  house  of  Congress, 
permits  the  statutory  composite  price  to 
continue  to  increase  at  an  annual  rate  of 
10  percent. 

In  congressional  hearings  relating  to 
Energy  Action  No.  11,  FEA  stated  that 
the  10  percent  annual  adjustment  in  the 
statutory  composite  price  was  antici¬ 
pated  to  be  entirely  or  almost  entirely 
used  to  reflect  the  impact  of  inflation  on 
'^e  ceiling  prices  for  lower  and  upper 
tier  crude  oil  (anticipated  at  between 
5.5  and  6.5  percent  annually)  and  to  ac¬ 
count  for  the  automatic  increase  in  the 
actual  composite  price  attributable  to 
the  continuing  decline  in  the  percentage 
of  lower  tier  crude  oil  (resulting  in  an 
increase  in  the  actual  composite  price 
of  approximately  3.0  to  3.6  percent  an¬ 
nually)  .  Accordingly,  FEA  stated  that  it 
Intended  in  the  future  to  adjust  lower 
tier  and  upper  tier  prices  by  not  more 
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than  the  amount  necessary  to  reflect  the 
impact  of  inflation. 

Pursuant  to  Section  8(d)  of  the  EiPAA, 
the  Impact  of  Inflation  is  measured  for 
purposes  of  adjusting  tiie  composite  price 
by  using  the  “adjusted  ONP  defla^tor.” 
The  Act  defines  the  term  “adjusted  GNP 
deflator”  to  mean : 

•  •  •  the  first  revision  of  the  quarterly 
percent  change,  seasonally  adjusted  at  an¬ 
nual  rates,  of  the  most  recent  Implicit  price 
deflator  for  the  gross  national  product  which 
shall  be  computed  and  published  for  each 
calendar  quarter  by  the  Department  of  Com¬ 
merce,  subject  to  such  additional  modifica¬ 
tion  as  the  President  shall  make  to  exclu'^e 
therefrom  any  amount  which  he  determines 
is  attributable  solely  and  directly  to  increases 
which  occur  after  the  date  of  enactment  of 
this  section  in  prices  of  Imported  crude  oil, 
residual  fuel  oil,  or  any  refined  petroleum 
product  resulting  from  concerted  action  of 
two  or  n.ore  petroleum  exporting  countries. 

F\)r  purposes  of  this  notice,  the  in¬ 
flation  adjustment  for  the  months  of 
September,  October,  and  November  1977 
has  been  computed  at  an  annual  rate  of 
5.5  percent.  This  is  the  most  recent  first 
revision  of  the  GNP  deflator,  published 
by  the  Department  of  Commerce  in  late 
June  1977.  Actual  adjustments  to  crude 
oil  price  ceilings  for  the  months  of  Sep¬ 
tember  through  November  1977,  pursu¬ 
ant  to  the  regulations  proposed  in  this 
rulemaking  will  be  based  on  the  first  re¬ 
vision  of  the  GNP  deflator  to  be  published 
on  or  about  August  20,  1977.  Beginning 
in  December  the  first  revision  of  the  GNP 
deflator  pubUshed  on  or  about  November 
20,  1977  would  be  used  to  adjust  ceiling 
prices  for  the  next  three  months  to  re¬ 
flect  the  rate  of  inflation,  and  so  forth. 

The  purpose  of  this  proceeding  is  to 
specify  the  price  levels  for  lower  tier 
and  upper  tier  crude  oil  to  which  such 
adjustments  for  inflation  should  be  ap¬ 
plied  and  to  implement  the  provision  of 
the  National  Elnergy  Plan  that  caUs  for 
allowing  lower  tier  and  upper  tier  ceil¬ 
ing  prices  to  rise  at  the  rate  of  inflation. 

B.  Proposed  Amendbients 

As  indicated  above,  monthly  increases 
in  both  lower  tier  and  upper  tier  crude 
oil  price  ceilings  have  been  deferred  and 
upper  tier  crude  oil  price  ceilings  have 
been  reduced  in  order  to  compensate  for 
actual  composite  price  levels  in  excess  of 
statutory  composite  price  hmits.  This 
elimination  of  excess  receipts  is  projected 
to  be  completed  by  June  30,  1977 — final 
data  for  a  particular  month  are  not 
available  to  FEIA  until  the  end  of  the 
third  month  following  that  month — and 
resumption  of  monthly  price  adjustments 
can  therefore  be  resumed  September  1, 
1977.  As  PEA  indicated  in  the  notice  ac¬ 
companying  Schedule  No.  7  of  Monthly 
Price  Adjustments  (42  PR  38894,  August 
1.  1977),  this  moi'e  conservative  pricing 
policy  is  intended  to  further  the  EPAA 
goal  of  providing  a  more  stable  and  pre¬ 
dictable  basis  for  future  pricing  actions 
by  decreasing  the  potential  for  future 
price  freezes  or  rollbacks. 

PEA  prcgioees  to  apply  suoli  inflatimi 
adjustments  prospectively  to  existing 


lower  tier  prices  and  to  upper  tier  prices 
adjusted  to  reflect  (1)  the  fact  that 
actusd  upper  tier  prices  when  the  upper 
tier  ceiling  price  was  first  imposed  in 
February  1976  were  higher  than  the 
average  of  $11.28  per  barrel  that  was  in¬ 
tended.  and  (2)  the  fact  that  up^ier  tier 
prices  have  been  reduced  by  a  total  of 
$.65  per  barrel  in  recent  months.  Because 
the  restoration  of  upper  tier  prices  will 
represent  a  price  increase  of  some  sig¬ 
nificance,  it  is  proposed  to  be  phased  in 
over  a  3  month  period  so  as  to  avoid 
creating  any  substantial  incentive  un¬ 
necessarily  to  withhold  production  in 
anticipation  of  a  price  increase. 

PEA  has  concluded  that  it  would  not  be 
appropriate  to  seek  to  restore  lower  tier 
and  upper  tier  price  levels  to  the  real 
dollar  equivalent  of  their  February  1976 
price  levels  because  the  overall  economic 
impact  of  such  an  action  would  not,  in 
all  likelihood,  be  counterbalanced  by  any 
measurable  production  response.  Domes¬ 
tic  crude  oil  production  has  been  sub¬ 
ject  to  frozen  or  reduced  price  levels  for 
more  than  a  year  without  any  measurable 
effect  on  production.  (PEA  has  granted 
price  relief  on  a  case-by-case  basis  in  all 
instances  in  which  those  price  levels  have 
resulted  in  a  demonstrable  threat  to  con¬ 
tinued  production.) 

Accordingly,  PEA  has  concluded  that 
restoration  of  crude  oil  ceihng  prices  to 
their  February  1976  real  dollar  equivalent 
would  constitute  essentially  a  windfall  to 
producers,  in  that  it  would  constitute  a 
form  of  payment  for  production  that  has 
already  taken  place  under  economically 
advantageous  circumstances.  In  this  re¬ 
gard,  however,  PEA  has  also  concluded 
that  equitable  considerations  favor  the 
restoration  of  upper  tier  prices  to  a  level 
that  recognizes  the  initial  pricing  ob¬ 
jectives  of  the  EPAA  crude  oil  pricing 
policy  and  the  fact  that  tlie  upper  tier 
price  has,  in  fact,  been  rolled  back  to 
compensate  for  prices  in  excess  of  the 
statutory  composite  price. 

In  specifying  a  composite  price  of  $7.66 
per  barrel  for  all  domestic  crude  oil  in 
February  1976,  Congress  assumed  that, 
the  existing  ceiling  price  on  domestic 
old  crude  oil  (lower  tier)  would  be  con¬ 
tinued  and  that  the  average  price  of  old 
crude  oil  was  $5.25  per  barrel.  The  $5.25 
per  barrel  estimate  was  derived  orig¬ 
inally  by  the  Cost  of  Living  Council 
(“CLC")  as  the  average  first  sale  price 
of  controlled  domestic  crude  oil  in  De¬ 
cember  1973.  PEA  was  not  required,  nor 
did  It  have  any  regulatory  need,  to  moni¬ 
tor  actual  first  sale  prices  of  controlled 
domestic  crude  oil  until  the  advent  of 
EPCA.  Inasmuch  as  old  crude  oil  prices 
had  remained  frozen  from  December 
1973,  the  $5.25  figure  was  thought  to  be 
a  reasonable  estimate  of  lower  tier  crude 
oil  prices. 

In  specifying  the  $7.66  per  barrel 
composite  price,  the  Congress  also  as¬ 
sumed  that  “new,”  “released,”  and 
“stripper  well”  crude  oil  (which  were  not 
then  subject  to  ceiling  price  limitations), 
would  not  have  to  be  rolled  back  from  the 
average  first  sale  price  of  uncontrolled 


domestic  crude  oil  In  January  1975, 
which  was  $1 1.28  per  barrel.  The  January 
1975  price  was  based  on  the  most  recent 
price  data  available  and  which  was  free 
from  the  influence  of  (1)  the  1975  sup¬ 
plemental  import  fees  on  crude  oil,  and 
(2)  the  effect  of  the  October  1975  price 
increase  by  the  Oil  Producing  and  Ex¬ 
porting  Countries  which  subsequently 
affected  domestic  crude  oil  prices. 

It  was  also  estimated  that  sixty  per¬ 
cent  of  total  domestic  crude  oil  would 
constitute  old  crude  oil.  The  $7.66  per 
barrel  composite  price  figure  was  there¬ 
fore  calculated  as  follows : 

(.6»  ($5.25)  (.4)  ($11.28)  =  $7.66. 

(See  ffeneralli/  S.  Rept.  No.  94-516,  94th 
Cong.,  1st  Sees.  187-191  (1975).) 

PEA  adopted  regulations  to  implement 
the  composite  price  limitation  of  EPCA 
that  were  predicated  on  the  same  esti¬ 
mates  and  assumptions  that  had  been 
used  by  tlie  Congress.  Pursuant  to  those 
regulations,  which  became  effective 
February  1.  1976,  comprehensive  data 
on  actual  first  sale  prices  were  obtained 
for  the  first  time.  Those  data  revealed 
that  the  average  first  sale  price  for  lower 
tier  crude  oil  was,  in  fact  $5.05  per  bar¬ 
rel.  rather  than  the  estimated  $5.25  per 
barrel:  that  lower  tier  crude  oil  consti¬ 
tuted  approximately  56.1  percent  of  do¬ 
mestic  production  rather  than  the  esti¬ 
mated  60  percent;  and  that  the  upper 
tier  ceiling  price  of  (the  September  30, 
1975  posted  price,  less  $1.32  per  barrel) 
had  resulted,  in  February  1976,  resulted 
in  average  upper  tier  prices  of  $11.48  per 
barrel  rather  than  tbe  intended  $11.28 
l>er  barrel.  These  factors,  among  others, 
led  PEA  to  discontinue  price  increases 
in  July  1076. 

Under  the  amendment  proposed  here¬ 
in.  the  existing  lower  tier  ceiling  price 
(the  May  15,  1973  posted  price  plus  $1.48 
per  barrel,  currently  resulting  in  an  aver¬ 
age  first  sale  price  of  approximately 
$5.17  per  barrel),  would  be  adjusted  for 
inflation  begimiing  with  September 
1977. 

Thus,  the  lower  tier  ceilmg  price  for 
lower  tier  crude  oil  and  the  approximate 
average  first  sale  price  pursuant  to  that 
price  in  September,  October  and  No¬ 
vember,  would  be  determined  as  follows: 


Month  C'filiiif;  piivo  uvorage  IM 

sale  price 


.\ugll.-!| . May  15.  1073,  liiKhc.'^t  $’>.  IT 

pnste<l  lielU  price 
phl.-i  $1.48. 

5M'plcinl>or  . May  15.  1973,  hifflir.st  S.  JO 

l>o(«te<l  Held  price 
plus  $1.61. 

Ocii>l>er  .  .  May  1.5,  1973,  hiphcsl  5.  JJ 

(lasted  field  price 
plus  $1.63. 

Niiveiiilier . May  15.  1073,  hipUesl  5.  Jl 

(josted  field  price 
plus  $1..5ti. 


The  upper  tier  ceiling  price  would  be 
derived  as  follows.  First,  as  noted  above, 
the  uppier  tier  ceiling  price  is  estab¬ 
lished  by  reference  to  September  30, 1975 
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highest  posted  field  prices.  When  the 
ceiling  price  iule  was  first  promulgated, 
FEA  estimated  the  average  of  highest 
posted  field  prices  on  September  30. 
1975  to  be  $12.60  per  barrel;  hence  the 
price  rule  provided  for  a  subtraction  of 
$1.32  from  that  posted  price  for  Febru¬ 
ary  1976,  with  the  intent  of  achieving  an 
average  price  of  $11.28.  Actual  upper  tier 
pricing  data  have  varied  from  month  to 
month  (which  results  from  changes  in 
the  volumes  of  the  various  grades  and 
qualities  of  upper  tier  crude  oil  produced 
and  sold  each  month) . 

For  the  months  of  Jime  through  De¬ 
cember  1976,  when  upper  tier  prices  were 
frozen  at  the  September  30,  1976  posted 
prices  less  $1.05  per  barrel,  actual  aver¬ 
age  first  sale  prices  ranged  from  $11.60 
to  $11.65  per  barrel,  averaging  $11.62  per 
barrel.  These  data  therefore  indicate  that 
the  September  30, 1975  reference  postings 
average  approximately  $12.67  per  barrel 
(i.e.,  $11.62+$1.05=$12.67),  rather  than 
the  $12.60  per  barrel  estimated  by  FEA 
when  the  upper  tier  price  rule  was  first 
I  adopted. 

Based  on  the  foregoing  actual  pricing 
data,  a  February  1976  upper  tier  ceiling 
price  of  $11.28  per  barrel  would  best  be 
approximated  by  a  ceiling  price  of  the 
September  30.  1975  posted  price  (aver¬ 
aging  $12.67  per  barrel),  less  $1.39  per 
barrel.  The  adjustments  to  the  upper 
tier  ceiling  price  provided  during  March 
through  June  totalled  $.27  per  barrel. 
Applying  this  $.27  adjustment  to  the 
Congressionally  intended  February  1976 
upper  tier  price  of  $11.28  results  in  a 
price  of  $11.55.  The  ceiling  price  for 
September  that  would  be  most  likely  to 
result  in  an  average  first  sale  price  of 
$11.55  per  barrel  is,  therefore,  the  Sep¬ 
tember  30,  1977  posted  price  (approxi¬ 
mately  $12.67  per  barrel),  less  $1.12  per 
barrel. 

As  noted  above,  however,  the  restora¬ 
tion  of  the  upper  tier  ceiling  price  is  pro¬ 
posed  to  be  phased  in  over  a  3-month 
period.  Application  of  the  5.5  percent 
annual  rate  of  inflation  to  the  “restored” 
upper  tier  price  level  of  $11.55  for  Sep¬ 
tember  yields  an  average  upper  tier  price 
of  $11.71  for  November  1977. 

FEA  does  not  currently  have  final  or 
preliminary  data  with  respect  to  actual 
prices  in  August  1977.  However,  assum¬ 
ing  that  the  September  30,  1975  posted 
price  averages  $12.67  per  barrel  in  Au¬ 
gust  1977,  applying  a  $1.70  reduction  in 
that  month  pursuant  to  Schedule  No.  7  of 
Monthly  Price  Adjustments  (42  FR 
38894,  August  1,  1977)  results  in  a  pro¬ 
jected  average  upper  tier  price  of  $10.97 
for  August  1977  $12.67  less  1.70) . 

In  order  to  provide  a  smooth  transi¬ 
tion  from  the  projected  August  1977  av¬ 
erage  upper  tier  price  of  $10.97,  to  the 
November  1977  target  price  of  $11.71, 
FEA  proposes  to  add  to  the  projected 
August  1977  upper  tier  price  approxi¬ 
mately  $.24  per  barrel  in  September  and 
approximately  $.25  per  barrel  in  October 
and  November  1977. 

Thus,  the  upper  tier  ceiling  prices 
would  be  determined  as  follows; 


Estimated 

Month 

Ceiling  price 

average  Ist 

sale  price 

August . . 

$10. 97 

posted  field  price 
•  lees  $1.70. 

September . 

...  Sept.  30,  1975,  highest 

11. 21 

posted  field  price 
less  $1.46. 

October . 

...  Sept.  30,  1975,  highest 
TOsted  field  price 
less  $1.21. 

11.46 

Novemlier . 

...  Sept.  30, 1975,  highest 

11.71 

posted  field  price 
less  $0.96. 

Beginning  in  December,  the  upper  tier 
ceiling  price  would  be  adjusted  each 
month  at  not  more  than  the  rate  of  in¬ 
flation  as  determined  by  the  most  recent 
first  revision  to  the  GNP  deflator- 
The  following  table  summarizes  on  a 
monthly  basis  the  projected  cumulative 
excess  receipts  for  the  months  February 
1976  through  November  1977. 


Month 

Lower  tier 

Lower  tier 

tVfier  tier 

Statutory 

Actual 

Cumilatlve 

percent 

price 

price 

cciifiosite 

oonposita 

excess 

price 

prioe^ 

receipts 

(millloisl 

1976 


February 

56.12 

$5.05 

$11.48 

$7.66 

$7.87 

$  49 

March 

56.93 

5.07 

31.39 

7.72 

7.79 

67 

April 

56.69 

5.07 

31.52 

7.78 

7.86 

86 

Ma/ 

57.04 

5.13 

U.55 

7.84 

7.89 

97 

June 

55.92 

5.15 

31.60 

7.88 

7.99 

323 

July 

SC.  58 

5.19 

31.60 

7.93 

8.04 

353 

August 

S5.68 

5.18 

31.62 

7.98 

8.03 

364 

CepUatjer 

53.41 

5.17 

31.65 

8.04 

8.19 

398 

October 

52.39 

5.15 

11.62 

8.U 

8.23 

828 

Nevanber 

49.94 

5.17 

31.62 

8.17 

8.40 

282 

peoenber 

66.07 

5.17 

11.64 

8.24 

8.48 

322 

0977 

January 

50.61 

5.17 

11.44 

8.30 

8.28 

31C 

February 

49.52 

5.18 

31.39 

8.37 

8.33 

308 

March 

49.18 

5.19 

31.03 

8.44 

8.19 

246 

ApraV 

49.46 

5.15 

30.97 

8.50 

8.14 

363 

May3A 

JvmP/ 

49.15 

5.17 

30.99 

8.57 

8.18 

65 

48.84 

5.17 

30.99 

8.64 

8.20 

-  39 

July]/ 

46.22 

5.17 

30.99 

8.71 

8.16 

-181 

Augu^ 

SeptfipfierV 

44.87 

5.17 

30.97 

8.78 

8.14 

-350 

43.59 

5.20 

33.21 

8.85 

8.24 

-509 

October]^ 

42.36 

5.22 

31.46 

8.92 

8.33 

-672 

Ncuenbe^i' 

41.18 

5.24 

31.71 

8.99 

8.42 

-826 

^  Begijning  with  the  iKnth  of  Septenfcer  1976,  includes  prices  foe  stripper  well  crude  oil  production 
at  vzdues  iaputed  in  acoordanoe  with  section  121  of  Ute  ECPA. 

V  Pnelinineuy. 

3/  Projected.  Effects  of  Alas)ca  North  Slope  (WS)  crude  oil  production,  idiich  oemnenoed  Jme  20,  1977, 
are  included. 


C.  Comment  Procedures 

1.  Written  Comments.  Interested  per¬ 
sons  are  Invited  to  participate  in  this 
rulemaking  by  submitting  data,  views  or 
arguments  with  respect  to  the  proposals 

^set  forth  in  this  notice.  Comments  should 
'be  identified  on  the  outside  envelope  and 
on  documents  submitted  with  the  desig¬ 
nation  “Resumption  of  Adjustments  to 
Lower  and  Upper  Tier  Crude  Oil  for  In¬ 
flation,”  Box  OP.  Fifteen  copies  should 
be  submitted.  All  comments  received  by 
FEA  will  be  available  for  public  inspec¬ 
tion  in  the  FEA  Reading  Room,  Room 
2107,  Federal  Building,  12th  and  Penn¬ 
sylvania  Avenue  NW.,  betwerai  the  hours 
of  8  a.m.  and  4:30  p.m.,  Monday  through 
Friday. 

Any  information  or  data  considered 
by  the  person  furnishing  it  to  be  confi¬ 
dential  must  be  so  identified  and  sub¬ 
mitted  in  writing,  one  copy  (mly.  The 
FEA  reserves  the  right  to  determine  the 
confidential  status  of  the  information  or 
data  and  to  treat  it  according  to  its  de¬ 
termination. 

2.  Public  Hearing. — a.  Request  Proce¬ 
dure.  The  time  and  place  for  the  hearing 
are  indicated  in  the  “Dates”  section  of 
this  preamble.  If  necessary  to  present  all 
testimony,  the  hearing  will  be  continued 


to  9:30  a.m.  of  the  next  business  day  fol¬ 
lowing  the  date  of  the  hearing. 

Any  person  who  has  an  interest  in  the 
propose  amendments  Issued  today,  or 
who  is  a  representative  of  a  group  or 
class  of  persons  that  has  an  Interest  in 
today’s  proposed  amendments,  may 
make  a  written  request  for  an  opportu¬ 
nity  to  make  oral  presentation.  The  per¬ 
son  making  the  request  should  be  pre¬ 
pared  to  describe  the  interest  concerned, 
if  appropriate,  to  state  why  he  or  she  is 
a  proper  representative  of  a  group  or 
class  of  persons  that  has  such  an  inter¬ 
est,  and  to  give  a  concise  summary  of  the 
proposed  oral  presentation  and  a  phone 
number  where  he  or  she  may  be  con¬ 
tacted  through  the  day  before  the 
hearing. 

E^ch  person  selected  to  be  heard  will 
be  so  notified  by  the  FEA  before  4:30 
p.m.,  Tuesday,  August  23,  1977  and  must 
submit  100  copies  of  his  or  her  statement 
to  Regulations  Management,  Room  2214, 
2000  M  Street  NW.,  Washington,  D.C., 
before  4:30  p.m.,  on  Thursday,  August 
25, 1977. 

Any  interested  person  may  submit 
questions  to  be  asked  of  any  person 
making  a  statement  at  the  hearing,  to 
Executive  Communications,  TEA,  before 
4:30  p.m.,  Tuesday,  August  23,  1977.  Any 
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person  who  wishes  to  ask  a  question  at 
the  hearing  may  submit  the  question,  in 
writing,  to  the  presiding  officer.  The  PEA 
or  the  presiding  officer,  if  the  question 
is  submitted  at  the  hearing,  will  deter¬ 
mine  whether  the  question  is  relevant, 
and  whether  the  time  limitations  per¬ 
mit  it  to  be  presented  for  answer. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  the  hearing 
will  be  announced  by  the  presiding  of¬ 
ficer. 

A  transcript  of  the  hearing  will  be 
made  and  the  entire  record  of  the  hear¬ 
ing,  including  the  transcript,  will  be  re¬ 
tained  by  the  PEA  and  made  available 
for  inspection  at  the  Preedom  of  In¬ 
formation  Office.  Room  2107,  Federal 
Building,  12th  and  Pennsylvania  Avenue 
NW.,  Washington,  D.C.,  between  the 
hours  of  8  a.m.  and  4:30  p.m.,  Monday 
through  Friday.  Any  person  may  pur¬ 
chase  a  copy  of  the  transcript  from  the 
reporter. 

In  the  event  that  it  becomes  necessary 
for  the  PEA  to  cancel  the  hearing,  PEA 
will  make  every  effort  to  publish  advance 
notice  in  the  Federal  Register  of  such 
cancellation.  Moreover,  PEA  will  notify 
all  persons  scheduled  to  testify  at  the 
hearing.  However,  it  is  not  possible  for 
PEA  to  give  actual  notice  of  cancella¬ 
tions  or  changes  to  persons  not  identified 
to  PEA  as  participants.  Accordingly,  per¬ 
sons  desiring  to  attend  the  hearing  are 
advised  to  contact  PEA  on  the  last  work¬ 
ing  day  preceding  the  date  of  the  hearing 
to  confirm  that  it  will  be  held  as 
scheduled. 

As  required  by  section  7(c)  (2)  of  the 
Federal  Pkiergy  Administration  Act  of 
1974,  Pub.  L.  93-275,  a  copy  of  this  notice 
has  been  submitted  to  the  Administra¬ 
tor  of  the  Environmental  Protection 
Agency  for  his  comments  concerning  the 
impact  of  this  proposal  on  the  quality 
of  the  environment.  The  Administrator 
had  no  comments  on  this  proposal. 

Note. — ^Thls  proposal  has  been  reviewed  In 
accordance  with  Executive  Order  11821  and 
OMB  Circular  A-107  and  has  been  deter¬ 
mined  not  to  be  of  a  nature  which  requires 
an  evaluation  of  Its  economic  impact. 

(Emergency  Petroleum  Allocation  Act  of 
1973,  Pub.  L.  93-159,  as  amended,  Pub.  L.  93- 
611,  Pub.  L.  94-99,  Pub.  L.  94-133,  Pub.  L. 
94-163,  and  Pub.  L.  94-385;  Federal  Energy 
Administration  Act. of  1974,  Pub.  L.  93-275, 
as  amended.  Pub.  L.  94-163,  as  amended,  Pub. 
L.  94-385;  E.O.  11790,  39  FR  23185.) 

In  consideration  of  the  foregoing,  it  is 
proposed  to  amend  Part  212  of  Chapter 
n  of  Title  10  of  the  Code  of  Federal  Reg¬ 
ulations  as  set  forth  below. 


Issued  in  Washington,  D.C.,  August  11, 
1977. 


Eric  J.  Pygi, 
Acting  General  Counsel 
Federal  Energy  Administration. 


1.  Section  212.77  is  revised  in  para¬ 
graph  (c)  to  read  as  follows: 

§  212.77  Adjustments  to  roiling  prices. 

•  «  •  •  • 

(c)  Application  of  price  adjustments. 
(1)  Price  adjustment  schedules  issued 
pursuant  to  paragraph  (b)  of  this  section 


shall,  beginning  with  prices  for  Septem¬ 
ber  1977,  adjust  the  lower  tier  and  the 
upper  tier  ceUing  prices  by  not  more  than 
the  amount  necessary  to  refiect  the  im¬ 
pact  of  infiation  on  the  weighted  average 
first  sale  price  for  each  tier. 

(2)  Notwithstanding  paragraph  (c) 
(1)  of  this  section,  PEA  may  issue  price 
adjustment  schedules  pursuant  to  para¬ 
graph  (b)  of  this  section  to:  (i)  Discon¬ 
tinue  or  restrict  price  adjustments  or  re¬ 
quire  reductions  in  ceiling  prices  to  the 
extent  deemed  necessary  by  the  PEA  to 
achieve  compliance  with  the  Act,  or  (ii) 
Restore,  in  part  or  in  full,  to  the  upper 
tier  ceiling  prices  for  months  prior  to 
September  1977. 


Ai'pexkix. — Schedule  A’o.  7  of  nwnihly  price 
adjustments  effective  Sept.  1,  1977 


Lower  tier.  Upper  tier, 

•  May  15.  1973.  Sept.  30,  1975, 
posted  price  ■  posted  price  > 
.Month  (plus)  (less) 


li*; 


6: 


Fobniary . 

1..35 

1.32 

.March . 

L.-W 

1.25 

April . 

1.41 

1.18 

.May . 

1.45 

1. 11 

June . 

1.4S 

1.05 

July . 

L4S 

1.05 

August . 

1.48 

1.05 

Scpteml)cr _ 

1.48 

1.05 

October _ 

1.48 

1.05 

Novcml)cr _ 

1.48 

1.06 

December.. . 

1.48 

1.06 

januarv . 

1.48 

1.25 

February . 

1.48 

1.25 

March . 

1.48 

1.70 

April . 

1.48 

1.70 

May . 

1.48 

1.70 

June . 

1.48 

1.70 

July . 

1.48 

1.70 

Aufrmit . 

1.48 

1.70 

September . . 

1.51 

1.46 

October . 

i..‘a 

1.21 

November . 

1.56 

.96 

t  The  price  referred  to  in  10  CFR  212.73(b)(1)  or  in 
212.73(c)(1),  212.73(c)(3),  and  212.73(c)(4). 

•  The  price  referr^  to  in  10  CF K  212.74(b)(1). 

This  schedule  of  monthly  price  adjust¬ 
ments  was  issued  by  the  Federal  Energy 
Administration  on  September  ,  1977, 
pursuant  to  10  CFR  212.77.  It  restates 
without  change  the  lower  and  upper  tier 
price  ceilings  applicable  to  crude  oil  pro¬ 
duced  and  sold  in  the  months  of  Febru¬ 
ary  1976  through  August  1977,  as  deter¬ 
mined  under  10  CFR  212.73,  212.74,  and 
212.77.  Upper  tier  ceiling  prices,  which 
were  reduced  under  Schedule  No.  5  effec¬ 
tive  January  1,  and  further  reduced  ef¬ 
fective  March  1,  1977,  are  increased  as 
indicated  in  this  schedule.  Also,  lower 
tier  ceiling  prices,  which  were  held  at  the 
ceiling  price  level  for  the  month  of  Jime 
1976,  are  increased  as  indicated  in  this 
schedule. 

This  schedule  is  effective  only  through 
November  30, 1977.  Price  ceilings  for  sub¬ 
sequent  months  will  be  provided  by 
Schedule  No.  8,  to  be  Issued  on  or  about 
November  30,  1977.  This  schedule  may, 
however,  be  superseded  prior  to  Novem¬ 
ber  30.  1977,  by  early  issuance  of  Sched¬ 
ule  No.  8  to  refiect  further  ceiling  price 
adjustments  based  on  presently  unan¬ 
ticipated  trends  in  actual  composite 
price  levels. 

[FR  Doc.77-23606  Filed  8-12-77;  10:46  amj 
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wouM  you 
tike  to  know 

if  any  changes  have  been  made  in 
certain  titles  of  the  CODE  OF 
FEDERAL  REGULATIONS  without 
reading  the  Federal  Register  every 
day?  if  so,  you  may  wish  to  subscribe 
to  the  “Cumulative  List  of  CFR 
Sections  Affected,”  the  “Federal 
Register  Index,”  or  both. 


Cumulative  List  of  CFR  Sections  Affected 

$10.00 

per  year 

The  “Cumulative  List  of  CFR  Sections 
Affected”  is  designed  to  lead  users  of 
the  Code  of  Federal  Regulations  to 
^  amendatory  actions  published  in  the 

^  ^  ^  Federal  Register,  and  is  issued 
monthly  in  cumulative  form.  Entries 
indicate  the  nature  of  the  changes. 

^  Federal  Register  Index  $8.00 

.  per  year 

Indexes  covering  the 
contents  of  the  daily  Federal  Register  are 
issued  monthly,  quarterly,  and  annually. 

Entries  are  carried  primarily  under  the 
names  of  the  issuing  agencies.  Significant 
subjects  are  carried  as  cross-references. 


A  finding  aid  is  included  in  each  publication  which  lists 
Federal  Register  page  numbers  with  the  date  of  publication 

in  the  Federal  Register. 

Note  to  FR  Subscribers:  FR  Indexes  and  the 
»  "Cumulative  List  of  CFR  Sections  Affected"  will  continue 
w  to  be  mailed  free  of  charge  to  regular  FR  subscribers. 


Mail  order  form  to: 

Superintendent  of  Documents,  U.S.  Government  Printing  Office,  Washington,  D.C.  20402 


There  is  enclosed  $_ 


.  subscription(s)  to  the  publications  checked  below: 


CUMULATIVE  UST  OF  CFR  SECTIONS  AFFECTED  ($10.00  a  year  domestic;  $12.50  foreign) 
FEDERAL  REGISTER  INDEX  ($8.00  a  year  domestic;  $10.00  foreign) 


Street  Address . 


a  City. 


Make  check  payable  to  the  Superintendent  of  Documents 


•fy  GPO;  1976-0-58-000 
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